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DEPARTMENT OF STATE M 5&

washington, D.C. 20520

August 7, 1981

LIMITED OFFICIAL USE
(With SECRET Attachment)

MEMORANDUM FOR: OVP - Ms. Nancy Bearg Dyke
NSC - Mr. Allen Lenz
DOD - Mr. Jay Rixse
JCS - LTG Paul Gorman
Interior - Mr. Kent Larsen
OMB - Mr. William Schneider
UNA - Amb. Harvey Feldman
Justice - Mr. Henry Habicht
Office of Micronesian Status Negotiations -
LTC A. V. Short

SUBJECT: Micronesia SIG DocumeD'CS review Completed]

Attached are final revisions to the Executive Summary
of SIGM Number 5 and the full text of the final draft NSDD.
The revisions bring the texts into corformlty with decisions
taken at the SIG. Revised language is bracketed. No revis—
sions to the body.of SIGM Number 5 were necessary.

Also attached is a Congressional letter from Repre-
sentative Solarz which arrived after preparation of the SIGH
and which will be included with other Congressional corre-
spondence in Appendix A.

Addressees are requested to review the amendments. Disap-
provals only should be reported by telephone to Mr. Teare at
343-9143 by COB Monday, August 10. No action is required to
report clearance.

The SIG intends to transmit the NSDD formally to the
White House on Tuesday August 11 if no objection is received.
SIG members will be prov1ced the full set of final documents

at that time.
L. Paul BreméfT/;II

Executive Secretary

Attachments: ’ - 3

g

1. Revised pages of Executive Summary- - .
2. NSDD text ’ .
3. Sclarz letter
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—— The U.S. should reaffirm its commitment to convert
non-defense-related aids to navigation (buoys) in Micronesia to a
type which can be maintained by the Micronesians within their own
local resources. Funding for this program, currently estimated to
cost $1.5 to $2 million, should be sought as part of first-year
Compact funding. '

-~ The U.S. should continue to manage the political status
negotiations with the Micronesian governments through the
interagency Office for Micronesian Status Negotiations as
currently constituted -- i.e., as an independent element within
the National Security Council system and an appendage of the
Executive Office of the President, staffed and funded by the
Departments of State and Defense -- and under the active oversight
of an Interdepartmental Group with representatives of interested
departments and agencies as full members and chaired by a princi-
pal officer of the Department of State.

—-- The U.S. should seek an additional subsidiary agreement or
minute of understanding in which the Micronesians would accept the
immediate application to them of any legislated change to Section
936 of the Internal Revenue Code. Should this prove impossible,
the fall-back provisions described on pages 117-118 of SIGM No. 5
should be considered.

-- _The following issues should be made the subject of further
study by the Micronesia IG, in accordance with the guidelines set
forth on pages 118-121 of SIGM No. 5, and recommendations
resulting from such study should be submitted to the SIG as
required: :

(a) Northern Marshall Islands Nuclear Claims;

(b) Plebiscite Ballot on the Compact of Free
Association;

(c) Phased Implementation of the Compact;

(e) Encouragement of U.S. investment and involvement in
the Micronesian states, ' - :

[(The following issue remained to be resolved at the meeting
of the Senior Interdepartmental Group on 6 August.)]

With respect to the issue of management of the future rela-
tionship between the United States and Micronesia (recommendation
(d) on pages 120-121 of SIGM No. 5), the majority of the 1IG,
including State, Defense, JCS, Justice, OMB and USUN, believes
that this issue should also be made the subject of “further study
and that no decision should be made until the negotiations are
completed and the final shape of the new relationship is known.

) . .
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Further study should include full consideration of the interna-
tional implications of such a decision and of the views of the
Congress and of the Micronesian governments. : '

The Department of the Interior differs with the majority
recommendation and would prefer a decision at this time that
Interior be designated to manage the future relationship.
Interior believes it is in the national interest that administra-
tion of the future relationship with Micronesia be vested in the
same department that has responsibility for managing the federal
relationship with other closely-associated entities (i.e., Guam,
American Samoa, the Virgin Islands and the Northern Mariana
Islands; Interior does not manage the federal relationship with
puerto Rico, nor does any other department). Interior notes also
that key members of the Senate Committee on Energy and Natural
Resources and the House Committee.on Interior and Insular Affairs,
which now have oversight of territorial matters and to which the
Compact of Free Association will presumably be submitted for
approval in the first instance, have expressed their desire that
Interior continue to administer the U.S. relationship with
Micronesia after termination of the Trusteeship.

[(The August 6 SIG successfully resolved this issue. See
NSDD. )]

Pl
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PROPOSED
NATIONAL SECURITY
DECISION DIRECTIVE

THE FUTURE POLITICAL STATUS OF MICRONESIA

The United States has administered the Trust Territory of the
Pacific Islands, generally referred to as Micronesia, since 1947
under a strategic Trusteeship Agreement with the United Nations
Security Council. The United States has broad and continuing
interests in Micronesia which derive primarily from our strategic
defense reguirements and treaty commitments; from international
considerations, including our philosophical commitment to the right
of self-determination and our equivalent Trusteeship Agreement
obligation; and from agency-specific interests and requirements.

The United States has developed self-government in the Trust
Territory in accordance with its Trusteeship obligation. Palau,
the Marshall Islands and the Federated States of Micronesia (FSM)
each has an elected constitutional government. Negotiations for a
new political status for the Trust Territory have been in progress
since 1969 and have been concluded with respect to a fourth
component of the Trust Territory, the Northern Mariana Islands,
which approved in 1975 a "Covenant to Establish the Commonwealth
of the Northern Mariana Islands in Political Union with the United
States" (P.L. 94-241, March 24, 1976).

Since 1970, leaders of Palau, the Marshall Islands and the
FSM have consistently advocated a different but still close
political relationship with the United States known as free
association. This unprecedented political status would ensure the
continuation of our vital security and defense rights in Micro-
nesia and, at the same time, recognize the competency of the
governments of Palau, the Marshall Islands and the FSM in internal
and foreign affairs. This foreign affairs competency is
qualified, however, by consultation provisions and a bar against
foreign affairs initiatives which the United States unilaterally
determines are inconsistent with its security interests.

This political status is defined in a Compact of Free Asso-
ciation which was initialed by negotiators for the United States
and the three Micronesian goVernments in 1980. The Compact cannot
be signed now because only five of the 16 subsidiary agreements
which the Compact requires have been negotiated and initialed.
Several of the remaining eleven are as important as the Compact
itself irn shaping the free association relationship.

The Trusteeship arrangement has become an anachronism and
does not serve our long-term interests. Further, our interests
are ill-served by continued United Nations review and criticism of
the U.S.-Micronesian relationship. A )

. SECRET

Approved For Release 2009/08/07 : CIA-RDP84B00049R000400780005-3




Approved For Release 2009/08/07 : CIA-RDP84B00049R000400780005-3

SECRET
-

United States interests are best served by seeking termin-
ation of the Trusteeship Agreement at the earliest possible date
on terms satisfactory to itself and to the governments of
Micronesia.

The political status of free association, as set forth in the
Compact and the subsidiary agreements so far initialed, meets the
policy objectives and requirements which derive from our strategic
and other interests. Free association will promote American
interests by:

—-- Creating friendly, politically stable relationships
as free of friction as any that can be devised;

~=— Orienting the Micronesians to the United States;
—-— Securing firmly United States security and defense
requirements;

~-— Helping the Micronesian states to improve their
economic condition and to decrease their dependence on the United
States, and doing so at a cost lower than continuation of the
Trusteeship; and -

—-- Providing international legitimacy to the Micronesian
states...

Free association, once approved by the Micronesian peoples in a
plebiscite and by their governments, will be the most effective
guarantor of our enduring interests in this strategically
important area.

Accordingly, this Administration will inform the Micronesian
governments that it accepts the initialed Compact and the
initialed subsidiary agreements as the basis for conclusion of the
political status negotiations, provided. that the remaining
subsidiary agreements are negotiated to mutual satisfaction. This
Administration will also reaffirm its commitment to early
termination of the United Nations Trusteeship Agreement but need
not establish a deadline for so doing.

In the context of the resumed. political status negotiations,
the United States will reaffirm its commitment to the expenditure
of approximately $1.9 billion over the initial 15-year period of
free association, as set forth in the intialed Compact and in the
table which appears at page 87a of SIGM No. 5, subject to the
adjustment formula in Section 217 of the Compact. Requests to the
President and the Congress for grant assistance beyond that
authorized by the Compact will be considered only under
extraordinary circumstances. S

’ SECRET '
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In the negotiation of the remaining agreements subsidiary to
the Compact, the U.S. negotiators shall:

—- Seek the longest possible period of strategic denial which
is identical for each of the Micronesian states but obtain it for
no less than 100 years, and seek support of the British and French
governments at a high level for this objective;

—- Seek use of the Kwajalein Missile Range (KMR) for 50
years, but obtain use for no less than 30 years. The negotiators
are authorized to obtain use of KMR for years 31 through 50 on an
option basis.

—-— Seek provisions in the agreements subsidiary to the Compact
which accord with detailed recommendations e.l. through e.7. on
pages 113 through 116 of SIGM No. 5.

With respect to related matters not directly covered in the
Compact or its subsidiary agreements:

-—- The U.S. will continue to manage the political status
negotiations with the Micronesian governments through the
interagency Office for Micronesian Status Negotiations as
currently constituted as an independent element witHin the
National Security Council system and an appendage of the Executive
Office of the President headed by a Personal Representative of the
President and staffed and funded by the Departments of State and
Defense and under the active oversight of the Interdepartmental
Group on Micronesia chaired by a principal officer of the
Department of State.

-- Defense will develop an execution plan which prioritizes
projects and lists management needs in connection with the Palau
infrastructure construction program. Interior will fund the cost
of this plan, currently estimated at $70,000, through its existing
budgetary process. Specific-design work will precede construction
and will be funded from Compact funds.

—— The U.S. will reaffirm its commitment to convert non-de-
fense-related aids to navigation (buoys) in Micronesia to a type
which can be maintained by the Micronesians within their own local
resources. Funding for this. program, currently estimated to cost
$1.5 to $§2 million, is to be included in first-year Compact
funding.

—= The U.S. will seek an additional subsidiary agreement or
minute of understanding in which the Micronesians would accept the
immediate application to them of any legislated change to Section
936 of the Internal Revenue Code. Failing such an. agreement, U.S.
negotiators may reaffirm Article V of Title Two of the Compact.

A .
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~- This Administration will establish an interdepartmental ]

structure consisting of two levels: an interdepartmental policy
steering committee chaired by State, with Defense, JCS, Interior,
OMB and NSC as regular members and with other departments and
agencies participating as subject-matter requires; and an inter-
departmental professional staff tailored to the requirements of
the new relationship, attached to and headed by State with depu-
ties from Defense and Interior and with additional personnel
seconded by these and other departments as needed.

-— Details of the organizational structure for management of
the future relationship with the Micronesian states, including
funding arrangements, as well as the additional issues listed on
pages 118 through 121 of SIGM No. 5, will be the subject of future
study and decision.

This directive supersedes any conflicting provisions of
Presidential Directive/NSC 11 of May 5, 1977, Presidential
Directive/NSC 34 of April 7, 1978, Presidential Directive/NSC 49
of June 6, 1979 and the National Security Council Memorandum of
October 8, 1980, but otherwise reaffirms the contents of those
Directives.

-
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LAVID R. BOWEN, MISS,
CHIEF OF STAFF

The Honorable

James L. Buckley

Under Secretary of State

for Security Assistance, Science and Technology
Department of State

ksshing*on, D.C. 20520

Dear Jim:

I want to take this opportunity to respond in general terms to some of the
jssues raised in your April 30 letter regarding American policy toward Micronesia.
I look forward as well to further consultations with you and other members of the
Executive Branch on the specific questions involved in the compact of free
association. .

I believe that the compact of free association initialed in the last
Administration provides a workable and useful basis for concluding the negotiations.
While unresolved issues remain, it would be a mistake to disregard the substantial

progress which has been made to date.

There are several compelling reasons why we should proceed along the present
track. In the first place, while refinements may be necessary in a number of
areas, the compact honors the responsibilities and needs of the United States,
while protecting the economic and political interests of the Micronesians. Secondly,
it would not appear to be to our negotiating advantage at this point to begin the
negotiations anew. Finally, an Adiinistration decision to discard the current
compact is likely to be seen as evidence that the United States is in no hurry to
terminate the trusteeship, despite the fact that the trusteeship relationship is
a conspicuous anachronism in present-day world politics.

Basically,any -agreement which protects our legitimate security interests,
and which is approved by the Micronésians in a plebiscite, would be acceptable.

One cautionary note I would 1ike to enter here is that Congressional approval
of the compact will be made more difficult by the degree of budget cutting of
domestic programs which the Administration and Congress have adopted this year.
Before voting for the compact, Congress would probably have to be persuaded, as
our negotiators have claimed, that the financial obligations we would assume under
free association would be less than the money Congress would allocate under a
continuation of the present status. )

A
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finally, on the question of our obligation to those Micronesians who have
suffered from our nuclear testing, we should be guided by the principle. as
spelied out in Section 177 of the compact, that our Government accepts responsi-
bility for compensation resulting from U.S. nuclear testing in the Northern
“arshall Islands. The tragic history of the Bikinians and cthers affected by U.S.
suclear testing and the tragic and frequent mistakes made by our Government in
trying to rectify the initial damage underscore the importance of a humane
American policy now.

1 hope you will be able to take these comments into account as you complete
the interagency review of the compact of free association.

Sincerely yours,

Stephen J. Solarz
Chairman

Subcommittee on Asian
and Pacific Affairs
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